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Independent Auditors Report

To the Board of Directors

Arrow Investments Inc

We have audited the statement of financial condition of Arrow Investments Inc as of December 31

2009 This financial statement is the responsibility of the Companys management Our responsibility is

to express an opinion on this financial statement based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statement is free of material misstatement An audit includes consideration of

internal control over financial reporting as basis for designing audit procedures that are appropriate in

the circumstances but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control over financial reporting Accordingly we express no such opinion An audit

also includes examining on test basis evidence supporting the amounts and disclosures in the

financial statement assessing the accounting principles used and significant estimates made by

management as well as evaluating the overall financial statement presentation We believe that our audit

provides reasonable basis for our opinion

In our opinion the statement of financial condition presents fairly in all material respects the financial

position of Arrow Investments Inc as of December 31 2009 in conformity with accounting principles

generally accepted in the United States of America

January 27 2010

Withumffnlith4-Brown is member of HLB International world-wide network of independent professional accounting firms and business advisers



Arrow Investments Inc

Statement of Financial Condition

December 31 2009

Assets

Current assets

Cash 23088

Marketable securities 25766

Prepaid expenses
1738

50592

Liabilities and Stockholders Equity

Current liabilities

Due to related party
1700

Income taxes payable
100

Total current liabilities 1800

Stockholders equity

Common stock $0.01 par value 20000 shares

authorized 80 shares issued and outstanding

Additional paid-in capital
47249

Retained earnings 542

Total stockholders equity
48792

50592

The Notes to Financial Statement are an integral part of this statement



Arrow Investments Inc

Notes to Financial Statement

December 31 2009

Nature of Operations

Arrow Investments Inc the Company was incorporated in June 1998 in the State of New York and

operates as broker/dealer registered with the Securities and Exchange Commission SEC and is

member of the Financial Industry Regulatory Authority FINRA Its customers are located throughout

the United States

Summary of Significant Accounting Policies

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles

requires management to make estimates and assumptions that affect the reported amounts of assets and

liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the

reported amount of income and expenses during the reporting period Actual results could differ from

those estimates

Revenue Recognition

The Company receives commissions for acting as Placement Agent for private equity offerings and

records the related revenue and expenses on trade-date basis For the year ended December 31 2009

the Company did not earn any commissions

Marketable Securities

Marketable securities are valued at market value with any unrealized holding gains and losses included in

the statement of operations

Income Taxes

The Companys shareholders elected corporation status for federal and New York State income tax

purposes All taxable income and expense items are allocated to the shareholders for inclusion in their

respective income tax returns Accordingly there is no provision for federal income taxes The

accompanying provision for income taxes represents New York State corporation minimum tax

surcharge The Company files tax returns in the U.S federal jurisdiction and one state The Company

has no open years prior to 2005

The Company adopted the accounting pronouncement dealing with uncertain tax positions as of January

2009 Upon adoption of this accounting pronouncement the Company had no unrecognized tax

benefits Furthermore the Company had no unrecognized tax benefits at December 31 2009

Net Capital Requirements

As registered broker-dealer the Company is subject to the SECs Uniform Net Capital for Broker-

Dealers Rule Rule 15c3-1 Rule 15c3-1 requires the maintenance of minimum net capital of $5000 as

defined and requires that the aggregate indebtedness as defined shall not exceed fifteen times net

capital At December 31 2009 the Company had net capital of $40824 which exceeded the required net

capital of $5000 by $35824 At December 31 2009 the Companys aggregate indebtedness to net

capital ratio was 0.044 to

Regulation

The Company is registered as broker-dealer with the SEC The securities industry in the United States

is subject to extensive regulation under both federal and state laws The SEC is the federal agency

responsible for the administration of the federal securities laws Much of the regulation of broker-dealers

has been delegated to self-regulatory organizations such as the Financial Industry Regulatory Authority

which has been designated by the SEC as the Companys primary regulator These self-regulatory

organizations adopt rules subject to approval by the SEC that govern the industry and conduct periodic

examinations of the Companys operations The primary purpose of these requirements is to enhance the

protection of customer assets These laws and regulatory requirements subject the Company to

standards of solvency with respect to capital requirements financial reporting requirements record

keeping and business practices



Arrow Investments Inc

Notes to Financial Statement

December 31 2009

Securities firms are also subject to regulation by state securities administrators in those states in which

they conduct business

Concentrations

The Companys revenues and profitability are affected by many conditions including changes in

economic conditions inflation political events investor sentiment and the changing security laws These

factors are unpredictable and beyond the Companys control earnings may fluctuate significantly from

year to year

Marketable Securities Fair Value Information

FASB ASC 820 defines fair value establishes framework for measuring fair value and establishes fair

value hierarchy which prioritizes the inputs to valuation techniques Fair value is the price that would be

received to sell an asset or paid to transfer liability in an orderly transaction between market participants

at the measurement date fair value measurement assumes that the transaction to sell the asset or

transfer the liability occurs in the principal market for the asset or liability or in the absence of principal

market the most advantageous market Valuation techniques that are consistent with the market income

or cost approach as specified by FASB ASC 820 are used to measure fair value

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into three

broad levels

Level inputs are quoted prices unadjusted in active markets for identical assets or liabilities the

Company has the ability to access

Level inputs are inputs other than quoted prices included within Level that are observable for

the asset or liability either directly or indirectly

Level are unobservable inputs for the asset or liability and rely on managements own

assumptions about the assumptions that market participants would use in pricing the asset or

liability The unobservable inputs should be developed based on the best information available in

the circumstances and may include the Companys own data

The following table summarizes assets which have been accounted for at fair value on recurring basis

as of December 31 2009 along with the basis of the determination of fair value

Quoted Prices in

Active Markets

Total Level One

Marketable securities 25766 25766

Unrealized losses based on significant observable inputs for the year ended December 31 2009 are

related to marketable securities and amounted to $6357

Related Party Transactions

The Company has an expense sharing agreement with company the affiliate whose shareholders

are also the shareholders of the Company The affiliate pays certain general and administrative expenses

on behalf of the Company For the year ended December 31 2009 the affiliate charged the Company

$9200 in accordance with the expense agreement At December 31 2009 amount due to related party

was $1700 Amounts are non-interest bearing and are expected to be repaid within one year from

December 31 2009 therefore have been included in the statement of financial condition as current



Arrow Investments Inc

Notes to Financial Statement

December 31 2009

Commitments and Contingencies

The Companys overhead expenses are paid by an affiliate The Company has an agreement with the

affiliate and it is continuous until amended in writing by either party at their sole discretion This expense

agreement was established to have the affiliate pay certain expenses on behalf of the Company These

expenses are billed directly to the affiliate by the vendors The Company has no obligation direct or

indirect to compensate the affiliate or any third party

Subsequent Events

The Company has evaluated subsequent events occurring after the statement of financial condition date

through the date of January 27 2010 the date for which the financial statements were available to be

released Based upon this evaluation the Company has determined that no subsequent events have

occurred which require disclosure in or adjustment to the financial statements
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Independent Auditors Report on Internal Control Required by SEC Rule 17a-5 for Broker-Dealer

Claiming an Exemption FromSEC Rule 15c3-3

To the Board of Directors

Arrow Investments Inc

In planning and performing our audit of the financial statements of Arrow Investments Inc as of and for

the year ended December 31 2009 in accordance with auditing standards generally accepted in the

United States of America we considered the Companys internal control over financial reporting internal

control as basis for designing our auditing procedures for the purpose of expressing our opinion on the

financial statements but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control Accordingly we do not express an opinion on the effectiveness of the

Companys internal control

Also as required by rule 7a-5g1 of the Securities and Exchange Commission we have made study

of the practices and procedures followed by the Company including consideration of control activities for

safeguarding securities This study included tests of such practices and procedures that we considered

relevant to the objectives stated in rule 7a-5g in making the periodic computations of aggregate

indebtedness or aggregate debits and net capital under rule 7a-3a1 and for determining

compliance with the exemptive provisions of rule 5c3-3 Because the Company does not carry securities

accounts for customers or perform custodial functions relating to customer securities we did not review

the practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation

of differences required by rule 7a-1

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates

and judgments by management are required to assess the expected benefits and related costs of controls

and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs above-mentioned objectives Two of the

objectives of internal control and the practices and procedures are to provide management with

reasonable but not absolute assurance that assets for which the Company has responsibility are

safeguarded against loss from unauthorized use or disposition and that transactions are executed in

accordance with managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 7a-5g lists additional

objectives of the practices and procedures listed in the preceding paragraph

WithumSmithBrown is member of HLB International world-wide network of independent professional accounting firms and business advisers



Because of inherent limitations in internal control or the practices and procedures referred to above error

or fraud may occur and not be detected Also projection of any evaluation of them to future periods is

subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

con trol deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is deficiency or combination of deficiencies

in internal control that is less severe than material weakness yet important enough to merit attention by

those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the companys financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for safeguarding

securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with

the Securities Exchange Act of 1934 and related regulations and that practices and procedures that do

not accomplish such objectives in all material respects indicate material inadequacy for such purposes
Based on this understanding and on our study we believe that the Companys practices and procedures

were adequate at December 31 2009 to meet the SECs objectives

This report recognizes that it is not practicable in an organization the size of Arrow Investments Inc to

achieve all the divisions of duties and crosschecks generally included in an internal control environment

and that alternatively greater reliance must be placed on surveillance by management

This report is intended solely for the information and use of the stockholders management the SEC and

other regulatory agencies that rely on rule 7a-5g under the Securities Exchange Act of 1934 in their

regulation of registered brokers and dealers and is not intended to be and should not be used by anyone
other than these specified parties

a/

January 27 2010
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